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100th  congress 

1st  Session 


S.  1390 


To  amend  the  Social  Security  Act  to  make  viable  the  provision  of  health  care  in 
rural  areas  under  titles  XVIII  and  XIX  of  that  Act,  and  for  other  purposes. 


IN  THE  SENATE  OF  THE  UNITED  STATES 

June  18,  1987 

Mr.  Baucus  (for  himself,  Mr.  Mitchell,  Mr.  Rockefeller,  Mr.  Daschle, 
Mr.  BuRDiCK,  and  Mr.  Harkin)  introduced  the  following  bill;  which  was 
read  twice  and  referred  to  the  Committee  on  Finance 


A  BILL 


To  amend  the  Social  Security  Act  to  make  viable  the  provision 
of  health  care  in  rural  areas  under  titles  XVIII  and  XIX  of 
that  Act,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  lives  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE;  REFERENCES  IN  ACT. 

4  (a)  Shoet  Title. — This  Act  may  be  cited  as  the 

5  "Rural  Health  Care  Viability  Act  of  1987". 

6  (b)  References  in  this  Act. — Whenever  in  this  Act 

7  there  is  an  amendment  or  repeal  of  a  section  or  provision,  the 

8  amendment  or  repeal  shall  be  considered  to  be  made  to  that 

9  section  or  provision  in  the  Social  Security  Act. 
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1  SEC.  2.  IMPACT  ANALYSES  OF  MEDICARE  AND  MEDICAID 

2  RULES  AND  REGULATIONS  ON  SMALL  RURAL 

3  HOSPITALS. 

4  (a)  Regulatoey  Impact  Analyses. — Section  1102 

5  (42  U.S.C.  1302)  is  amended— 

6  (1)  by  inserting  "(a)"  after  ''Sec.  1102.",  and 

7  (2)  by  adding  at  the  end  thereof  the  following  new 

8  subsection: 

9  * '(b)(1)  Whenever  the  Secretary  publishes  a  general 

10  notice  of  proposed  rulemaking  for  any  rule  or  regulation  pro- 

1 1  posed  under  title  XVIII,  title  XIX,  or  part  B  of  this  title  that 

12  may  have  a  significant  impact  on  a  substantial  number  of 

13  small  rural  hospitals,  the  Secretary  shall  prepare  and  make 

14  available  for  public  comment  an  initial  regulatory  impact 

15  analysis.  Such  analysis  shall  describe  the  impact  of  the  pro- 

16  posed  rule  or  regulation  on  such  hospitals  and  shall  set  forth, 

17  with  respect  to  small  rural  hospitals,  the  matters  required 

18  under  section  603  of  title  5,  United  States  Code,  to  be  set 

19  forth  with  respect  to  small  entities.  The  initial  regulatory 

20  impact  analysis  (or  a  summary)  shall  be  published  in  the  Fed- 

21  eral  Register  at  the  time  of  the  pubHcation  of  general  notice 

22  of  proposed  rulemaking  for  the  rule  or  regulation. 

23  "(2)  Whenever  the  Secretary  promulgates  a  final  ver- 

24  sion  of  a  rule  or  regulation  with  respect  to  which  an  initial 

25  regulatory  impact  analysis  is  required  by  paragraph  (1),  the 

26  Secretary  shall  prepare  a  final  regulatory  impact  analysis 
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1  with  respect  to  the  final  version  of  such  rule  or  regulation. 

2  Such  analysis  shall  set  forth,  with  respect  to  small  rural  hos- 

3  pitals,  the  matters  required  under  section  604  of  title  5, 

4  United  States  Code,  to  be  set  forth  with  respect  to  small 

5  entities.  The  Secretary  shall  make  copies  of  the  final  regula- 

6  tory  impact  analysis  available  to  the  public  and  shall  publish, 

7  in  the  Federal  Register  at  the  time  of  publication  of  the  final 

8  version  of  the  rule  or  regulation,  a  statement  describing  how 

9  a  member  of  the  public  may  obtain  a  copy  of  such  analysis. 

10  "(3)  If  a  regulatory  flexibility  analysis  is  required  by 

11  chapter  6  of  title  5,  United  States  Code,  for  a  rule  or  regula- 

12  tion  to  which  this  subsection  applies,  such  analysis  shall  spe- 

13  cifically  address  the  impact  of  the  rule  or  regulation  on  small 

14  rural  hospitals.". 

15  (b)  Effective  Date. — The  amendments  made  by  sub- 

16  section  (a)  shall  apply  to  regulations  proposed  after  the  date 

17  of  the  enactment  of  this  Act. 

18  SEC.  3.  SET  ASIDE  FOR  EXPERIMENTS  AND  DEMONSTRATION 

19  PROJECTS  RELATING  TO  RURAL  HEALTH  CARE 

20  ISSUES. 

21  (a)  Set  Aside. — Not  less  than  10  percent  of  the  total 

22  amounts  expended  by  the  Secretary  of  Health  and  Human 

23  Services  (in  this  section  referred  to  as  the  "Secretary")  with 

24  respect  to  experiments  and  demonstration  projects  authorized 

25  by  section  402  of  the  Social  Security  Amendments  of  1967 
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1  and  the  experiments  and  demonstration  projects  authorized 

2  by  the  Social  Security  Amendments  of  1972  shall  be  expend- 

3  ed  for  experiments  and  demonstration  projects  relating  exclu- 

4  sively  or  substantially  to  rural  health  issues,  including  (but 

5  not  limited  to)  the  impact  of  the  pa3mient  methodology  under 

6  section  1886(d)  of  the  Social  Security  Act  on  the  financial 

7  viability  of  small  rural  hospitals,  the  effect  of  medicare  pay- 

8  ment  poHcies  on  the  ability  of  rural  areas  (and  rural  hospitals 

9  in  particular)  to  attract  and  retain  physicians  and  other  health 

10  professionals,  the  appropriateness  of  medicare  conditions  of 

11  participation  and  staffing  requirements  for  small  rural  hospi- 

12  tals,  and  the  impact  of  medicare  policies  on  access  to  (and  the 

13  quaHty  of)  health  care  in  rural  areas. 

14  (b)  Agenda. — The  Secretary  of  Health  and  Human 

15  Services  shall  establish  an  agenda  of  experiments  and  demon- 

16  stration  projects,  relating  exclusively  or  substantially  to  rural 

17  health  issues,  that  are  in  progress  or  have  been  proposed,  and 

18  shall  include  such  agenda  in  the  annual  report  submitted  pur- 

19  suant  to  section  1875(b)  of  the  Social  Security  Act.  The 

20  agenda  shall  be  accompanied  by  a  statement  setting  forth  the 

21  amounts  that  have  been  obligated  and  expended  with  respect 

22  to  such  experiments  and  projects  in  the  current  and  most 

23  recently  completed  fiscal  years. 
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1  SEC.  4.  OFFICE  OF  RURAL  HEALTH  POLICY. 

2  Title  VII  is  amended  by  adding  at  the  end  thereof  the 

3  following  new  section: 

4  "office  OF  RUEAL  HEALTH  POLICY 

5  "Sec.  711.  (a)  There  shall  be  estabhshed  in  the  Depart- 

6  ment  of  Health  and  Human  Services  (in  this  section  referred 

7  to  as  the  "Department")  an  Office  of  Rural  Health  Policy  (in 

8  this  section  referred  to  as  the  'Office').  The  Office  shall  be 

9  headed  by  a  Director,  who  shall  advise  the  Secretary  on  the 

10  effects  of  current  policies  and  proposed  statutory,  regulatory, 

11  administrative,  and  budgetary  changes  in  the  programs  estab- 

12  hshed  under  titles  XYIII  and  XIX  on  the  financial  viability 

13  of  small  rural  hospitals,  the  ability  of  rural  areas  (and  rural 

14  hospitals  in  particular)  to  attract  and  retain  physicians  and 

15  other  health  professionals,  and  access  to  (and  the  quahty  of) 

16  health  care  in  rural  areas. 


17  "(b)  In  addition  to  advising  the  Secretary  with  respect 

18  to  the  matters  specified  in  subsection  (a),  the  Director, 

19  through  the  Office,  shall — 

20  "(1)  oversee  comphance  with  the  requirements  of 

21  section  1102(b)  of  this  Act  and  section  3  of  the  Eural 

22  Health  Care  Viability  Act  of  1987, 

23  "(2)  estabhsh  and  maintain  a  clearinghouse  for 

24  collecting  and  disseminating  information  on — 

25  "(A)  rural  health  care  issues. 
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1  "(B)  research  findings  relating  to  rural  health 

2  care,  and 

3  "(C)  innovative  approaches  to  the  delivery  of 

4  health  care  in  rural  areas, 

5  "(3)  coordinate  the  activities  within  the  Depart- 

6  ment  that  relate  to  rural  health  care,  and 

7  "(4)  provide  information  to  the  Secretary  and 

8  others  in  the  Department  with  respect  to  the  activities, 

9  of  other  Federal  departments  and  agencies,  that  relate 

10  to  rural  health  care.". 

11  SEC.  5.  MEDICARE  PAYMENTS  TO  SOLE  COMMUNITY  HOS- 

12  PITALS. 

13  (a)  Implementing  Insteuctions  foe  Special  Ad- 


14  JUSTMENT  Due  to  Volume  Deceease. — Not  later  than 

15  120  days  after  the  date  of  the  enactment  of  this  Act,  the 

16  Secretary  shall  issue,  to  agencies  and  organizations  through 

17  which  payments  are  made  under  part  A  of  title  XVIII  of  the 

18  Social  Security  Act,  implementing  instructions  that  set  forth 

19  clearly  and  explicitly  the  manner  in  which  a  sole  community 

20  hospital  may  apply  for  an  adjustment  of  the  type  described  in 

21  the  second  sentence  of  section  1886(d)(5)(C)(ii)  of  such  Act 

22  and  the  factors  that  such  a  hospital  is  required  to  demon- 

23  strate  in  order  to  qualify  for  such  an  adjustment. 

24  (b)  Eligibility  foe  Special  Adjustment  With- 

25  OUT     Regaed     to     Payment     Foemula. — Section 
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1  1886(d)(5)(C)(ii)  (42  U.S.C.  1395ww(d)(5)(C)(ii))  is  amend- 

2  ed— 

3  (1)  by  striking  ''1988"  in  the  second  sentence  and 

4  inserting  in  lieu  thereof  "1990",  and 

5  (2)  by  inserting  between  the  second  and  third  sen- 

6  tences  the  following:  '*A  subsection  (d)  hospital  that 

7  meets  the  criteria  for  classification  as  a  sole  community 

8  hospital  and  otherwise  qualifies  for  the  adjustment  au- 

9  thorized  by  the  preceding  sentence  may  qualify  for 

10  such  an  adjustment  without  regard  to  the  formula  by 

11  which  payments  are  determined  for  the  hospital  under 

12  paragraph  (1)(A).". 

13  (c)  Effective  Date. — The  amendment  made  by  sub- 

14  section  (b)  shall  apply  to  cost  reporting  periods  beginning  on 

15  or  after  October  1,  1987. 

16  SEC.  6.  EVALUATION  AND  REPORT. 

17  The  Prospective  Payment  Assessment  Commission  shall 

18  evaluate  the  study  conducted  by  the  Secretary  of  Health  and 

19  Human  Services  pursuant  to  section  603(a)(2)(C)(i)  of  the 

20  Social  Security  Amendments  of  1983  (relating  to  the  feasibil- 

21  ity  and  impact  of  eliminating  or  phasing  out  separate  urban 

22  and  rural  DRG  prospective  payment  rates)  and  report  its 

23  conclusions  and  recommendations  to  the  Congress  not  later 

24  than  March  1,  1988. 
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1  SEC.  7.  REPRESENTATIVE  SAMPLE  DATA  BASE  OF  HOSPITAL 

2  COSTS. 

3  (a)  Development  of  Data  Base. — The  Secretary  of 

4  Health  and  Human  Services  (in  this  section  referred  to  as  the 

5  "Secretary")  shall  develop  a  data  base  of  the  operating  costs 

6  of  inpatient  hospital  services  for  a  representative  sample  of 

7  hospitals,  for  use  by  the  Congress  and  the  Secretary  in  deter- 

8  mining  an  appropriate  applicable  percentage  increase  under 

9  section  1886(b)(3)(B)  of  the  Social  Security  Act,  evaluating 

10  the  appropriateness  of  other  payment  adjustments  under  sec- 

11  tion  1886,  and  analyzing  legislative,  regulatory,  and  budget- 

12  ary  changes. 

13  (b)  Selection  of  Eepresentative  Sample. — In  se- 

14  lecting  a  representative  sample  of  hospitals  for  the  data  base 

15  required  to  be  developed  pursuant  to  subsection  (a),  the  Sec- 

16  retary  shall — 

17  (1)  select  subsection  (d)  hospitals  (as  defined  in 

18  section  1886(d)(1)(B)  of  the  Social  Security  Act)  with 

19  cost  reporting  periods  beginning  during  the  first  four 

20  months  of  the  fiscal  year  of  the  United  States  Govern- 

21  ment,  and 

22  (2)  to  the  extent  practicable,  provide  for  adequate 

23  representation  of  small  rural  hospitals,  sole  community 

24  hospitals,  and  rural  referral  centers. 
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1  (c)  Eepoet. — The  Secretary  shall  report  to  the  Con- 

2  gress  on  the  data  base  developed  pursuant  to  subsection  (a) 

3  not  later  than  October  1,  1988. 

4  SEC.  8.  UPDATING  MAXIMUM  RATE  PER  VISIT  APPLICABLE  TO 

5  INDEPENDENT  RURAL  HEALTH  CLINICS. 

6  (a)  In  General.— Section  1833  (42  U.S.C.  13951)  is 

7  amended  by  adding  at  the  end  thereof  the  following: 

8  ''(m)(l)(A)  The  Secretary  shall,  not  later  than  120  days 

9  after  the  date  of  the  enactment  of  the  Rural  Health  Care 

10  Viability  Act  of  1987,  determine  and  announce  the  payment 

11  limit  applicable  to  rural  health  clinic  services  furnished  by 

12  independent  rural  health  clinics  during  cost  reporting  periods 

13  beginning  during  the  12-month  period  beginning  on  January 

14  1,  1988.  The  Secretary  shall  determine  the  payment  limit 

15  under  this  subparagraph  in  accordance  with  the  same  meth- 

16  odology  by  which  the  most  recently  determined  payment 

17  limit  applicable  to  services  furnished  by  such  clinics  was  de- 

18  termined  (in  regulations  issued  under  subsection  (a)(3)).  In 

19  determining  the  payment  limit  under  this  subparagraph,  the 

20  Secretary  shall  utilize  the  most  recent  prevailing  charge  data 

21  available  for  appropriate  physicians'  services. 

22  "(B)  If  a  payment  limit  is  not  determined  and  an- 

23  nounced  under  subparagraph  (a)  on  or  before  the  date  re- 

24  quired  by  such  subparagraph,  the  payment  limit  applicable  to 
\             25  rural  health  clinic  services  furnished  by  independent  rural 

•S  1.390  IS 


10 

1  health  clinics  during  cost  reporting  periods  beginning  during 

2  the  12-month  period  beginning  on  January  1,  1988,  shall  be 

3  $46.00. 

4  ''(2)  Not  later  than  September  30  of  each  calendar  year 

5  (beginning  with  1988),  the  Secretary  shall  determine  and  an- 

6  nounce  an  updated  payment  limit  to  be  applicable  to  rural 

7  health  clinic  services  furnished  by  independent  rural  health 

8  clinics  during  cost  reporting  periods  beginning  during  the  12- 

9  month  period  beginning  on  January  1  of  the  following  calen- 

10  dar  year.  In  determining  an  updated  payment  limit  under  this 

11  paragraph,  the  Secretary  shall  take  into  account  changes  in 

12  appropriate  economic  index  data  (including  the  medicare  eco- 

13  nomic  index  referred  to  in  the  fourth  sentence  of  paragraph 

14  (3))  and  in  the  actual  costs  of  furnishing  rural  health  clinic 

15  services.". 

16  (b)  CoNFOEMiNG  Change.— Scction  1902(a)(13)(E) 

17  (42  U.S.C.  1396a(a)(13)(E))  is  amended  by  striking  "section 

18  1833(a)(3)"  and  inserting  in  lieu  thereof  "subsections  (a)(3) 

19  and  (m)  of  section  1833". 

20  (c)  Application. — The  amendment  made  by  subsec- 

21  tion  (a)  shall  become  effective  on  the  date  of  the  enactment  of 

22  this  Act. 

23  SEC.  9.  ON-SITE  REVIEW  IN  CERTAIN  HOSPITALS. 

24  (a)   In   General.— Section   1154(a)(4)   (42  U.S.C. 

25  1320c-3(a)(4))  is  amended  by  adding  at  the  end  the  following: 
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1  "(D)  The  contract  with  each  organization  shall 

2  provide  that  not  less  than  50  percent  of  the  reviews 

3  conducted  by  the  organization  with  respect  to  inpatient 

4  hospital  services  furnished  in  any  subsection  (d)  hospi- 

5  tal  (as  defined  in  section  1886(d)(1)(B))  that  has  less 

6  than  50  beds  and  is  located  in  a  rural  area  (as  defined 

7  in  section  1886(d)(2)(D))  shall  be  conducted  on  the  hos- 

8  pital's  premises.". 

9  (b)  Effective  Date. — The  amendment  made  by  sub- 

10  section  (a)  shall  apply  to  contracts  entered  into  or  renewed  on 

11  or  after  January  1,  1988. 
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